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(e) To the extent a person’s super-
visory or decision-making responsi-
bility involves factors in relationship
to funds discussed in paragraphs (b) (1),
(2), (3), or paragraphs (c) and (d) of this
section, such persons shall be consid-
ered to be ‘“handling” in the same man-
ner as any person to whom the criteria
of those subparagraphs apply.

§1629.4 Meaning of fraud or dishon-
esty.

The term ‘‘fraud or dishonesty’’ shall
be deemed to encompass all those risks
of loss that might arise through dis-
honest or fraudulent acts in the han-
dling of funds as delineated in §1629.3.
As such, the bond must provide recov-
ery for loss occasioned by such acts
even though no personal gain accrues
to the person committing the act and
the act is not subject to punishment as
a crime or misdemeanor, provided that
within the law of the state in which
the act is committed, a court could af-
ford recovery under a bond providing
protection against fraud or dishonesty.
As applied under state laws, the term
“fraud or dishonesty’” encompasses
such matters as larceny, theft, embez-
zlement, forgery, misappropriation,
wrongful abstraction, wrongful conver-
sion, willful misapplication or any
other fraudulent or dishonest acts.

§1629.5 Form of bonds.

Any form of bond which may be de-
scribed as individual, schedule or blan-
ket, or any combination of such forms
of bonds, shall be acceptable to meet
the requirements of this part. The
basic types of bonds in general usage
are:

(a) An individual bond which covers a
named individual in a stated penalty;

(b) A name schedule bond which cov-
ers a number of named individuals in
the respective amounts set opposite
their names;

(c) A position schedule bond which
covers all of the occupants of positions
listed in the schedule in the respective
amounts set opposite such positions;

(d) A blanket bond which covers all
the insured’s directors, officers, em-
ployees and agents with no schedule or
list of those covered being necessary
and with all new directors, officers,
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employees and agents bonded auto-
matically, in a blanket penalty.

§1629.6 Effective date.

(a) Each program shall certify in its
Application for Refunding, beginning
with the application for FY 1985 funds,
that it has obtained a bond or bonds
which satisfy the requirements of this
part.

(b) A copy of such bond or bonds shall
be provided to the Corporation at its
request.
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§1630.1 Purpose.

This part is intended to provide uni-
form standards for allowability of costs
and to provide a comprehensive, fair,
timely, and flexible process for the res-
olution of questioned costs.

§1630.2 Definitions.

(a) Allowed costs means a questioned
cost that the Corporation, in a man-
agement decision, has determined to be
eligible for payment from a recipient’s
Corporation funds.

(b) Corrective action means action
taken by a recipient that:

(1) Corrects identified deficiencies;
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(2) Produces recommended improve-
ments; or

(3) Demonstrates that audit or other
findings are either invalid or do not
warrant recipient action.

(¢c) Derivative income means income
earned by a recipient from Corpora-
tion-supported activities during the
term of a Corporation grant or con-
tract, and includes, but is not limited
to, income from fees for services (in-
cluding attorney fee awards and reim-
bursed costs), sales and rentals of real
or personal property, and interest
earned on Corporation grant or con-
tract advances.

(d) Disallowed cost means a ques-
tioned cost that the Corporation, in a
management decision, has determined
should not be charged to a recipient’s
Corporation funds.

(e) Final action means the completion
of all actions that Corporation man-
agement, in a management decision,
has concluded are necessary with re-
spect to the findings and recommenda-
tions in an audit or other report. In the
event that Corporation management
concludes no corrective action is nec-
essary, final action occurs when a man-
agement decision has been made.

(f) Management decision means the
evaluation by Corporation manage-
ment of findings and recommendations
in an audit or other report and the re-
cipient’s response to the report, and
the issuance of a final, written decision
by management concerning its re-
sponse to such findings and rec-
ommendations, including any correc-
tive actions which Corporation man-
agement has concluded are necessary
to address the findings and rec-
ommendations.

(g) Questioned cost means a cost that
a recipient has charged to Corporation
funds which Corporation management,
the Office of Inspector General, the
General Accounting Office, or an inde-
pendent auditor or other audit organi-
zation authorized to conduct an audit
of a recipient has questioned because of
an audit or other finding that:

(1) There may have been a violation
of a provision of a law, regulation, con-
tract, grant, or other agreement or
document governing the use of Cor-
poration funds;
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(2) The cost is not supported by ade-
quate documentation; or

(3) The cost incurred appears unnec-
essary or unreasonable and does not re-
flect the actions a prudent person
would take in the circumstances.

(h) Recipient as used in this part
means any grantee or contractor re-
ceiving funds from the Corporation
under sections 1006(a)(1) or 1006(a)(3) of
the Act.

[62 FR 68225, Dec. 31, 1997; 63 FR 1532, Jan. 9,
1998]

§1630.3 Standards governing allow-
ability of costs under Corporation
grants or contracts.

(a) General criteria. Expenditures by a
recipient are allowable under the re-
cipient’s grant or contract only if the
recipient can demonstrate that the
cost was:

(1) Actually incurred in the perform-
ance of the grant or contract and the
recipient was liable for payment;

(2) Reasonable and necessary for the
performance of the grant or contract as
approved by the Corporation;

(3) Allocable to the grant or contract;

(4) In compliance with the Act, appli-
cable appropriations law, Corporation
rules, regulations, guidelines, and in-
structions, the Accounting Guide for
LSC Recipients, the terms and condi-
tions of the grant or contract, and
other applicable law;

(5) Comnsistent with accounting poli-
cies and procedures that apply uni-
formly to both Corporation-financed
and other activities of the recipient;

(6) Accorded consistent treatment
over time;

(7) Determined in accordance with
generally accepted accounting prin-
ciples;

(8) Not included as a cost or used to
meet cost sharing or matching require-
ments of any other federally financed
program, unless the agency whose
funds are being matched determines in
writing that Corporation funds may be
used for federal matching purposes; and

(9) Adequately and contempora-
neously documented in  business
records accessible during normal busi-
ness hours to Corporation manage-
ment, the Office of Inspector General,
the General Accounting Office, and
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